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NAIROBI FOR ASSISTANT SECRETARY MOOSE 


E.O. 11652: 


TAGS: EFIN, IMF, CG 

SUBJECT: MEETING BETWEEN CENTRAL BANK GOVERNOR BOFOSSA 
AND ASSISTANT SECRETARY BERGSTEN 

1 . CENTRAL BANK GOVERNOR BOFOSSA MET WITH TREASURY ASSIS- 
TANT SECRETARY BERGSTEN ON AUGUST 15. ALSO ATTENDING WERE 
AMBASSADOR KASONGO AND ROBERT BLAKE, ZAIRE DESK OFFICER AT 
TREASURY. 

2. THE CENTRAL BANK GOVERNOR SAID THAT HE HAD BEEN SENT BY 
PRESIDENT MOBUTU TO CONTINUE DISCUSSIONS WITH THE IMF ON A 
STABILIZATION PROGRAM. HE THEN OUTLINED THE PROGRAM CON- 
TEMPLATED BY THE GOZ. THE PROGRAM WOULD GO BEYOND THE 
ESTABLISHMENT OF FINANCIAL AND MONETARY TARGETS AND AIM AT 
THE RECOVERY OF THE ZAIRIAN ECONOMY, PARTICULARLY THE MANU- 
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FACTURING SECTOR. THE KEY FACTORS AFFECTING THE SUCCESS OF 
THE PROGRAM WOULD BE THE AVAILABILITY OF EXTERNAL FINANCE 
AND INTERNAL ADMINISTRATIVE REFORMS. IN THE LATTER CONTEXT, 
HE NOTED THE NEED TO CONTROL GOVERNMENT EXPENDITURES, AND 
DESCRIBED THE GOZ'S EFFORTS TO DATE TO ENSURE REPATRIATION 
OF FOREIGN EXCHANGE. THE GOVERNOR STRESSED THE ESSENTIAL 
NATURE OF THESE REFORMS AND THE GOVERNMENT'S OWN RESPONSI- 
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BILITY TO TAKE THESE MEASURES. 

3. ONCE A STABILIZATION PROGRAM IS IN PLACE, THE ZAIRE 
GOVERNMENT INTENDS TO APPROACH PRIVATE AND OFFICIAL 
CREDITORS. IT HOPED THAT OFFICIAL CREDITORS WOULD CON- 
SOLIDATE ZAIRE'S DEBT OVER A LONGER PERIOD THAN IN THE 
PAST AND THAT PRIVATE CREDITORS WOULD PROVIDE A BETTER 
ARRANGEMENT THAN THE PROPOSED CITIBANK LOAN. THE GOVERNOR 
NOTED THAT AS PRESENTLY STRUCTURED THE CITIBANK LOAN WOULD 
REQUIRE ZAIRE TO PAY $196 MILLION IN ORDER TO RECEIVE 
AROUND $220 MILLION, GIVING A NET BENEFIT OF ONLY 

$20-24 MILLION. IN ADDITION, WITH THE BIS ACCOUNT AMOUNT- 
ING TO SOME $90 MILLION, THE GOZ WOULD HAVE TO COME UP 
WITH $100-1 10 MILLION TO ACTIVATE THE LOAN, A DIFFICULT 
TASK IN ZAIRE'S PRESENT CIRCUMSTANCES. THE GOZ'S INTEN- 
TION WAS TO USE THE BIS FUNDS TO PAY INTEREST ARREARAGES 
OWED PRIVATE BANKS AND THEN AFTER AN IMF AGREEMENT TO 
MEET WITH THE PRIVATE BANKS TO WORK OUR A BETTER 
ARRANGEMENT. 

4. THE CENTRAL BANK GOVERNOR NOTED THAT U.S. GOVERNMENT 
OFFICIALS HEARD STATEMENTS OF GOOD INTENTIONS FROM ZAIRE 
GOVERNMENT OFFICIALS MANY TIMES BEFORE. HOWEVER, THIS 
TIME THE GOZ WAS SERIOUS; IT SIMPLY CANNOT AFFORD CON- 
TINUED ECONOMIC DETERIORATION. WHAT WAS NECESSARY NOW 
WAS FOR THE GOZ TO TAKE CONCRETE ACTION TO DEAL WITH 
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ITS ECONOMIC SITUATION. HE CLOSED BY EXPRESSING PRESIDENT 
MOBUTU'S APPRECIATION FOR PAST U.S. COOPERATION AND FOR 
WHAT THE U.S. WOULD DO IN THE FUTURE TO SUPPORT ZAIRE. 

5. ASSISTANT SECRETARY BERGSTEN RESPONDED THAT THE U.S. 
GOVERNMENT REGARDED ZAIRE'S PRESENT ECONOMIC DIFFICULTIES 
SYMPATHETICALLY AND WOULD DO EVERYTHING WE COULD TO SUP- 
PORT IT. WE WELCOMED THE REFORM STEPS THE GOZ HAD TAKEN 
TO DATE PARTICULARLY IN THE AREA OF ADMINISTRATIVE AND 
MANAGEMENT REFORM, MENTIONING SPECIFICALLY THE ARRIVAL 
OF PRINCIPAL DIRECTOR BLUMENTHAL. THE U.S. WAS ENCOU- 
RAGED THAT THE ZAIRE GOVERNMENT INTENDED TO REACH AGREE- 
MENT WITH THE IMF AS WE SEE THIS AS THE CENTRAL ELEMENT IN 
ZAIRE'S RECOVERY PROGRAM. THE ASSISTANT SECRETARY THEN 
INQUIRED AS TO WHEN THE IMF PROGRAM WAS LIKELY TO BE IN 
PLACE. THE GOVERNOR REPLIED THAT HE HOPED THAT HIS VISIT 

TO WASHINGTON WOULD BE FOLLOWED BY THE SENDING OF A FUND 
MISSION TO KINSHASA IN LATE AUGUST OR EARLY SEPTEMBER, 
LEADING TO A FUND AGREEMENT BEFORE THE BRUSSELS MEETING 
IN OCTOBER. 

6. TURNING TO THE CITIBANK ARRANGEMENT, THE ASSISTANT 
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SECRETARY NOTED THAT THE U.S. GOVERNMENT HAS NO DIRECT 
RELATIONSHIP WITH PRIVATE BANKS AND COULD NOT INFLUENCE 
THEIR DECISIONS IN SUCH MATTERS. WE DO, HOWEVER, UNDER- 
STAND THE ZAIRE GOVERNMENT'S POSITION IN THIS MATTER. 

REGARDING THE PARIS CLUB, ONCE AN IMF AGREEMENT WAS IN 
PLACE THE U.S. WOULD BE PREPARED TO PARTICIPATE IN A 
PARIS CLUB MEETING. 

7. IN CONCLUSION, THE ASSISTANT SECRETARY EXPRESSED HIS 
BELIEF THAT THE SITUATION IN ZAIRE WAS NOT HOPELESS. 

WHAT WAS REQUIRED FOR A SOUND ECONOMY WAS THE RIGHT MANAGE- 
MENT AND SOME OUTSIDE HELP. HE ASSURED THE CENTRAL BANK 
GOVERNOR OF OUR DESIRE TO COOPERATE IN THE DEVELOPMENT OF 
A SOUND ZAIRIAN ECONOMY. HE SPECIFICALLY ASKED THE GOVER- 
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NOR TO CONVEY TO PRESIDENT MOBUTU HIS THANKS FOR THE 
OPPORTUNITY TO TALK WITH HIM IN KINSHASA LAST APRIL AND 
HIS PLEASURE THAT THE PRESIDENT HAS BEGUN IMPLEMENTING A 
NUMBER OF THE MEASURES THAT THEY HAD DISCUSSED AT THAT 
TIME. THE CENTRAL BANK GOVERNOR REPLIED THAT HE WOULD 
TRANSMIT TO THE PRESIDENT ASSISTANT SECRETARY BERGSTEN'S 
COMMENTS. CHRISTOPHER 
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